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B/LA considers the items on the ousting of General Perez (p, 2) and
on the Gustemalan situation (p. 2) are particularly worthy of note,

CURRENT DEVELOPITNTS

GENERAL: The ousting of Cuban Chief of Staff Perez will probably mean
greater freedem for Caribbean Legion activities (p, 2).

NORTHERN DIVISION: Expected Guatemalan disturbances, the outcome of
which is uncertain, may result in widespread violence imperiling the
lives of US citizens and tourists (p. 2).

CENTAAL DIVISION: (See Situation Nemorandum on Colombia, p. 6, ancd
article on fcuadoran political party situwation, p. L.)

SOUTHERN DIVISION: Avgentine newspaper and radio attacks on Chile are
wlikely to result in a break in relations (p. 2}, The Bolivian Govern~
ment is faced with a serious revolt (p. 3). .
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1, CARIBHBAN: Caribbesn Legion members will probably operate with
greater freedom on Cuban territory as a result of

the ousting of Cuban Chief of Staff, General Pérez, by President
Prio. In 1947 General Pérez was largely responsible for quash-
ing the original Dominican invasion attempt. Unauthorized nego~
tiations with President Trujillo (probably concerned with fore-—
stalling President Prio's pro-Legion maneuvers) are said to have
been an immediate cause of Perez! dismissal, Although there are
reports from Civdad Trujillo of an imminent Caribbean legion
sponsored land, sea, and air attack on the Pominican Republic -
perhaps between 5 and 10 September = B/LA believes that there
8till remains much plamning and organizational work to be done
before still another attack can be launched by the Legion against
the Domindcan Republic. The ousting of Pérez will probably permit
the Legion, however, to move its headquarters from Guatemala to
Cuba and to operate on Cuban territory with greater facility than
heretofore.

2. GUATEMALA: US citizens could be imperiled by disturbances that
- are to be expected in this counitry. B/LA estimates

that revolutionary disturbances, more severe in character than
those of 1%-19 July, will occur in Guatemala within the next 1
months {pricr to elections scheduled for late 1950), It is not
velieved that President Arevalo can successfully continue his
present policy of placating the conservative opposition without
antagonizing leftist support. The conservative opposition is
growing and consolidating, especially within the army. Communist-
influenced leftist civilians have retained the armms issued to then
during the recent disturbences, The political outcome 1is not
ceartain, but the expected move by one side or the other to insure
control of the government may result in widespread violence of
such 3 nature as to imperil the lives of US residents and tourists,
especially those in the rural areas,

%, ARGENTIMA: Sefora Perdn's desire for vengeance on the Chilean
delegation that led the opposition to her campaign
for the chairmanship of the Inter—American Cormission of ‘omen
has led to strained relations between Chile and Argentina, The
Chilean Ambasssdor has protested to the Argentine Foreign !inister
concerning Argentine radio and press attacks against the Chilean

TGRET 2.
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Government!s handling of the recent Chilean sirikes and against
President Gonzdlez Videla personally, The Chilean Ambassador is
said to feel thal if the situation continues, he will "be con~
strained" to take some personal action, This, Embassy Buenos
Aires believes, may result in his finding some excuse to retwrn
to Chile, Although an undercurrent of Chilean suspicion of Arg—
entina makes relations sometimes difficult between the two
countries, Chile seems to prefer not to make an issue of this
particular affair, Therefore, saving some deliberate Argentine
intention not now apparent, the strained relations should not
deteriorate to an open break.

BOLIVI4A: The _NR revolutionary attempt, which began with simul-
tanecus attacks in several cities, has not yet been
suppressed, There have been some defections among army units,

cand indications of armed participation by pro~TIill miners groups,

The governmment has attempted to control the situation by extend-
ing the state of siere, mobilizing all men between the ages of
12 and. 50, attacking rebel~held centers by air and land, and has
requested additional fighter and bomber planes from the US to
facilitate the attack on remote centers of opposition, Although
surprising sirength has been shown by the repime in meeting an
extremely seriocus threat, B/lA estimates that it will probably
be able to continue in power and gradually reestablish order
only if it is not hampered by further defections by lmportant
army units, (Substance used in CIA Daily Summary, 29 Aug 43)
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Leorganization of ICDN
Improves Prospects for Stability of Lcuadoran Government

Upon assuming office (31 August 19L8), iresident Ilaza ignored his
debt to the MCDN (lovimiento Civico Democratico Hacionmal) -~ a coalition
of moderate Liberals, moderate Soclalists, and independents, which con-
tributed much to his election — and adopted a policy of distributing
publie offices among all parties in the hope of uniting the peorle be~
hind his administration. IHis denial of ample patronage rewards resulted
in the rapid disintegration of the LCDN as its disillusioned renmbers
returnad to their former parties. 1In time, Plaza lost all orranized
support except that of the Conservative Farty, Although this party ‘s
the best organized of Ecuadoran parties and has a strong popular follow-
ing, political realities are such that exclusive Conservative support is
a handicap, Traditionally, the army has a very liberal, if not leftist,
orientation, and too close ldentification with the Conservatives alicn—
ates the army =—— a danrerous development for my 7cuadoran president
regardless of his popular appeal.,

Organized opposition crystallized in June of this year when extrem-’
ists of the Liberal and Socialist parties pained control of their re—
spective organizations, announced a policy of opposition to the covern
ment, and decided to cooperate in its implementation, The attack w:s
o be along two lines, one of which was to play up Flaza's Conservative
connections in order to win over the army for revolutionary purposes,
The second line of attack, adopted in the belief that their combined
forces gave Lhem a slight majority in Congress (US Embassy Quito now
doubts this is true), involved the plan to force the interpclation of
several Ilaza ministers and demand their resignations when Congress corr
vened on 10 August, Upon the mticipated refusal of Plaza to permit
his ministers to resiim, a general strike was tc be called which, it
wag hoped, would result in Plaza's removal,

Some good for Flaza, however, has come out of this reorganization
of his opposition, The fact that the iancheno~lioreno Ispinosa extremist
faction now controls the Liberal Party antaponizes moderats Liberals,
among whom are the heaviest contributors to party finances, The deci~
sion of the Socialist convention (227 June) to join the Liberals in
opposition very nearly caused a schism that apparently has only been
superficially healed, since the CGuayaquil Socialists have little use
for the Liberal, Mancheno, and his ideas, Public reaction to the inci-
pient revolt in Loja and Cuenca (4 July) and to the abortive !ancheno
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coup (26 July) clearly demonstrates that neither the people nor the
army are in a revolutionary frame of mind, The failure of these two
stterpts has strengthened the administraticn in that, under the cir~
cumstances, it put the present leadership of both the Liberal and
Socialist parties in a bad light, Finally, the destruction and shock
of the recent series of earthquakes will, for a 1little longer at least,
mike normal politics appear extremely pelly to the Feuadoran people and
therefore force the opposition to limit the extent and vigor of their
attacks.

Flaza, in addition to profiting from miscarrisge of opposition
wiang, has taken steps of his own. He apparently realized early in
juiy thzt the revival of the I'CDH would offer the most effective in
strzrent for capitalizing on the nepriive advantages he was gaining,

On % July, his Tinister of Covernvent, iduarde Salazar Gbrez, met with
fo.mer leaders of the UCDY to inform them of the president's wishes, of
his willingness to finance the party with government funds, and of hie
decision tu remove office holders affiliated with opposition groups and
to replace them with 1CDN personnel (a decision that he has already
hepun to carry out), As a result of this and subsequent meetings, MNCDU
leaders have grown so optimistic that they are reportedly considering
the idez of running candidates in the Noveuber munieipal elections in~
stead of waiting for the prosidential election in 1952 before returning
tc the electoral battle, The Conservative Party has indicated its
readiness to support the ITD in its plans, thercby completely recomr
stituting the coalition which elected Pilaza last year,

A reconstituted and vigorous IDN would offer a rallying point for
moderate Iiberals and Socialists who are displeased with the trends
developing in their parties, It would be conducive to the formation of
a bloe of "CDN and independent members of Concress to cope {znd with
sreater prospects of sucecess) with anticipated attacks from liberal=
Socialist opposition in Congress. Finelly, it would remove, in appear
ance and in fact, Plaza's present dependence upn the Conservative
Farty =~ an eventuality which would greatly improve his positicn with
the army, The realization of all or of any one of these three possibili~-
ties will contribute notably to the security and stability of the Plaza
administration, :
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The Current Situation in Colombia

(Summary == In anticipation of the presidential elec-
tion in 1950, the Liberal Party continues its policy

of opposition to the Conservatives in order to avoid
contributing to any political accomplishrent which
could benefit the Conservative administration now in
power, The prospects for Communist program and achieve-
ment are at an all-time low. Colombia has improved

its foreign exchange position, coffee sales recain
satisfactory, but petroleun income and prospects for
future development are poor. The armed forces are a
stabilizing influence in the country, Although Col~
ombia iz normally alipmed with the US on international
questions, recent months have shown a slight divergence
in economic policy.

-~ Nothing in the current Colombian situation
is causing or immediately portends noticeable impairment
of US security interests. Of some concern, however,
are the circumstances that political stability is not
all that could be wished, even though the country has
a good record for surmounting difficulties, that long—
term prospects for petroleum are less bright, and that
Colombiat's shortare of foreirn exchanze has caused
that country to depart somewhat from US-arproved prin=-
ciples of international trade, Communist strength is
diminishing.)

Political

The Liberals seem determined to carry out their announced policy
of non-cooperation with the government. The most potentially dangerous
manifestation of this determination is the cuwrrent lLiberal attempt to
change the elepctoral law, On 11 Aupgust, the Liberal majority passed a
bill in the House amending the Llectoral Code so as to advance the date
of the presidential election from June 1950 to November 1949, Certain
Liberals have stated that they want the code armended in order that the
presidential election campaign will coincide with the present session
of Congress, They feel that; Congress being in session, their conmres—
sional majority would give them an advantage over the Conservatives
during the campaign., In the umbassy's opinion, however, their princi~
pal objective in seeking to advance the election date is to deny the
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Canadian Electoral Cormission (recently employed by the povermment)
sufficient time to complete the new registration which was ordered by
an act of the 198 Congress, That this bill may be expected to intensi-
fy party controversy in Colombia is evidenced by the statemcnt of a
Conservative leader, Dr, AugustoRamirez ’orsno, that the Conservative
Party would not recognize the outcome of the clections if the Liberal
plan were carried out,

The grvernment, though rather effectively paralyzed by opposition
hetween the Conservative IExecutive and the Liberal legislative branches,
is relatively stable, and there is every procability that it will re~
rain so at least until the presidential elections, Increasing political
bitterness, however, with minor outbreaks of violence such as preceded
the June elections, is to be expected,

Eeonomic

Jolombia has improved its forei:n exchanre position in the pasct
three months, Dollar expenditures during 17249 have been only US.15
million greater than receipts as of 2 August, {urthermore, Colombials
commercial indebtedness has been reduced from USgLO million on 30U June
to approximately 15321 million on 2 August 1), Althouph Colembia's
foreign exchanre position has thus improved; a continued disparity
between the official and the certificate or free exchange rate has re~
sulted in increased pressure for devaluation of the Colombian peso from
two of Colombia’s most important econoumie nressure zroups —= the Jofe
fee Federation and the llational Federation of Merchants, Devaluation
requires congressional action, however, and, since it was not ineluded
among Liberal Party aims for this session of Conpress, the Liberals
probably will give priority to political rmatters, with the result that
devaluation will be postponed, at least.

Colombla's foreign exchange receipts may well remain close to 19,8
levels, Coffee exports accounted for 79 percent of Colembiats 19,8
foreign exchange recelipts; sales for the first half of 1947 were approxi~
nately at 1948 levels in both volume and value, For the current year,
conditions are reported to be favorable, and, should coffee prices re-
nain near present levels, Colombia’s forsin exchanre receipts should
remain relatively satisfactary,

4 current econoxric problem in Colombia, and one of interest to the

US as well, is the decline of petroleum exploration and proiuwtion,
Five petrolevm corpanies have withdramwn or announced their intention to

Approved For Release 2002/02/06 : CIA-RDP79-01090A000200030009-8

B e aatn s

S

oy T

S e —



J

Approved Fc?:'.I;elease ZOOZIOZ%EtﬂA-RDP79-O10M000200030009-8

Weekly Contributicns, B/LA -2 - 30 August 1949
(CIA Vorking Pape-;
Situation emorandum Lo-L9

withdraw from Colombia within the past yecar. rurthermore, Tropical 0il
Company, largest producing com any in Colombia, has drastically cur g
tailed exploration work and now is drilling only one wildeat well in
Colombia, Shell 0il Company has suspended all wildcat work while Socony

is completing one wildcat and has no plans for further drillins this year,

Production of one-third of Colorbian petroleum ~- that produced on
the Delares concession =~ is threatened with further curtailment, Offi-
cial government pronouncements are optimistic as regards the eventual
outcome of Law 165 of December 1943 which suthorized the formation cf an i
official. company (51 percent Colombian) to take over the De.ares conce ;- -
sion in 1951, However, the Frbassy reports that foreimm oil companies g
are not interested in the proposed minority participation and that pri~ 5
vate Colombian capital will not be forthcoming at the predicted inter—
es5t rates,

lven though thare is nc immediate proSpect for improvement, the
petroleum situation is not =t present detriments) to IS interests be-
tavse of the improved world supply conditions, llowever, from a long~
term point of view, if present hindrances to petroleim developrent re~
main, the situation wruld be harmful to IS interests in the development
of near-by sources of petroleum as fully as 1 ssible,

Subversive
The Commmists, the only continuing suiversive Troe in solonbia,

are definitely losin~ strength, The only recent notewertiy developnent !
was the mercer (3 June 1049) of the two Commurist factions, Zven if
accepted wholeheartedly by the membership of both factions (a prospect .
Y no means assured), the mermer will not res:lt in any simnificant

Increase in political power for the party. lLeports indicate that this
merger was entered into more with the hope that it wounld arrcst the de-
clining vitality of the party than with any conviection that it would ‘ ;
materially advance the Nommunist procram in Colombia, f

The thorough trowwing re et ved by the Commmnists in the Jine ron~ s
gressional elections clearly demonstpates their declinin~ influence,
and has covvinced the leadsrs of the necessity Cor a chanie in tactics,
The party's influence in the past zecrued primarily from its ~ollabora=~
tion with Liberals, particudarly durins the days of faitan, Jince
Gaitdn's assassination, the Liberal ‘arty has been trring cauticusly
and ever. hesitatingly te free itself of thiis zssociation in the popular .
mind, The effectiveness of tae unfounded Conservative accusation of '
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Communist~Liberal collaboration in the recent campaign in reducing the
Liberal majority in the llouse has shown the Liberals the necessity for
avoiding in fact and in appearance any further collaboration., Since the
election, the Liberal Party has given clear evidence of its growing
anti~Communist attitude ==— a serious blow to Communist political pros—
pects, Seeing the handwriting, the Communists have agreed to abandon
their practice of supporting Liberal candidates and have decided to run
their own in the presidential race of next year.

Hlitary

The armed forces remain Joyal to the Colombian CGoverrment and con-
tinve to be a stabilizing influence in the country, As a result of ths
tension betwsen Colombia and Peru and the internal political tension born
of the Junec elections, the strength of the armed forces has been in-
creased to 30,000 as of 1 June 194) as compared with a more normal June
strengbh of 25,000, The emphasis of the present training program has
been on basic recruit training and on the use of troops in civil dis-
crders, The bulk of the present squipment of the armed forces is of
little military value because of obsolescence and poor maintenance,

International

In the international field, Colombia’s economic policy has been of
concern to the US in the past three months, Colombia entered GATT
negotiations at ainnecy, but was willing to make concessions on only 2 of
192 items, Consequently, discussions have proven fruitless, and the US
Department of Stats has cabled the 1S delegation its opinion that the
existing trade amreerent as well as negotliations for a new agreerent
should be terminated rather than postponed at the close of the present
meeting of GATT, A second cause of concern bto the US is the Colembian
policy of refusing to srant dollar exchange specifically for the shipping
of goods, Ouch a Colombian policy virtually forces importers to ship
by Cran Colombian Nerchant Fleet which accepts payment in Colonmbian
pesos, This is, in effect, discrimination against US shippinz, A fur
ther cause of concern is Colonmbla's most recent barter agreemsnt —- one
with Finland == which contravenes US economic policy by its arrangement
for purchases of paper at higher than world prices,

The llaya de la Torre case is still the most important controversy
in Colombia's relations with other Latin American countries, Settlement

is repcrtedly being delayed at present by the fact that Perw is behind
in its quota payments to the International Court,

’- !;A J\J.L'-.;ZJI ) - 9‘

Approved For Release 2002/02/06 : CIA-RDP79-01090A000200030009-8

W g e e

o




